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Septernber 5, 2018

Representative Diana Farrington
N-794 House Office Building
Lansing, MI 48933

Subject: Senate Bill 465

REDICO Management, Inc. is a national commercial real estate developer and property manager
headquartered in Southfield, MI and has serviced the community for 50 years. REDICO represents
owners, investors and stakeholders in various Office, Retail, Mixed Use, Residential and Senior Living for
American House Senior Living. The Company has an excellent reputation in the marketplace, has
developed several hundred high profile projects and employs approximately 250 people.

SB 465 has major ramifications for the real estate industry. The bill unfairly and improperly amends the
Construction Lien Act to separately recognize a Design Professional Lien that attaches to real estate
regardless of any actual physical improvement to the property and regardless of whether the
improvement ever actually occurs:

A DESIGN PROFESSIONAL MAY FILE A NOTICE UNDER SUBSECTION

AT ANY TIME AFTER THE WRITTEN CONTRACT IS EXECUTED REGARDLESS

OF WHETHER THE PROFESSIONAL SERVICES UNDER THE WRITTEN CONTRACT
HAVE BEEN COMMENCED OR COMPLETED, AND REGARDLESS OF WHETHER THE
ERECTION, ALTERATION, REPAIR, OR REMOVAL OF THE STRUCTURE OR THE
OTHER IMPROVEMENT TO WHICH THE PROFESSIONAL SERVICES RELATE HAS
BEEN, OR IS EVER, COMMENCED OR COMPLETED. HOWEVER, A DESIGN
PROFESSIONAL SHALL NOT FILE A NOTICE LATER THAN 90 DAYS AFTER THE
DESIGN PROFESSIONAL, OR ANOTHER PERSON ACTING BY, THROUGH, OR UNDER
THE DESIGN PROFESSIONAL, LAST PERFORMED PROFESSIONAL SERVICES.

Please understand our goal is to work together with our trusted advisors and professionals that are
required in every planned property development that at times take years and significant investment.
Many of these projects as you can imagine never result for one reason or another in a commercial
development. We have maintained excellent long term relationships with architects and design
professionals and are a key component to any development, especially in the early stages. We maintain
these relationships by working together and our intent around informed opposition to SB465 is not to
avoid payment but not to allow lien rights attaching to a property that may never experience any
improvements and therefore encumbered unnecessarily by a lien. REDICO, like many real estate
investors, will perform some design due diligence on potential acquisitions for real estate that is not yet
owned, but may be under contract. This provision would allow the design professional to record a “Notice
of Design Contract” against property not yet owned by the other party to the design contract. This could
create an untenable cloud on the title outside of the control of the true owner, creating hardship and
delays in any real improvements to properties.

Further, this bill pravides for a two-tiered approach to priority by giving the architect a priority over lenders
that even predates the first Actual Physical Improvement to the property. By giving the designer this
priority, lenders, in our experience will be reluctant to finance a project when an architect is already
engaged and has recorded a Notice of Design Contract.
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Designers are already protected by the Canstruction Lien Act, but their lien does not attach until after the
first Actual Physical Improvement, which is consistent with the intent and purpose of the Construction
Lien Act to protect the owner from paying twice and to protect the contractors/designers from not getting
paid for the labor and materials creating an improvement to real property. If the project never occurs,
there is no improvement to real property, thus there can be no lien rights. Allowing lien rights in the
absence of an improvement is a substantial expansion of lien rights in favor of one party.

REDICO feels SB465 does not provide any real benefit to the economy, could hamper likelihood of
potential developments, will impede generating jobs, and will increase cost to private and public building
owners. This proposed expansion of lien rights will likely hinder an already competitive market that
encourages development and investment. We strongly encourage you to reexamine the impact this bill
will have on private and public entities and retain the existing laws in place which have served all parties

well over the years.

Thank you for this opportunity to respond and we look forward to any comments and answering any
guestions you may have.

Sincerely,

Samantha Eckhout
Senior Vice President of Development
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Senate Bill 465

BOMA members represent every aspect of our industry from building owners, building managers, real estate developers, and
various suppliers including landscapers, roofers, janitorial services, utilities, construction firms and architects. We are primarily
comprised of business owners who have made the choice to invest in Michigan. In southeast Michigan, the office market contributes
3 billion dollars in operational expenses to the economy and supports 27,000 jobs.

SB 465 has major ramifications for the real estate industry. The bill amends the Construction Lien Act to separately recognize a
Design Professional Lien that attaches to real estate regardless of any actual physical improvement to the property - and regardless
of whether the improvement ever actually occurs:

A DESIGN PROFESSIONAL MAY FILE A NOTICE UNDER SUBSECTION

AT ANY TIME AFTER THE WRITTEN CONTRACT IS EXECUTED REGARDLESS

OF WHETHER THE PROFESSIONAL SERVICES UNDER THE WRITTEN CONTRACT

HAVE BEEN COMMENCED OR COMPLETED, AND REGARDLESS OF WHETHER THE

ERECTION, ALTERATION, REPAIR, OR REMOVAL OF THE STRUCTURE OR THE

OTHER IMPROVEMENT TO WHICH THE PROFESSIOMAL SERVICES RELATE HAS

BEEN, OR IS EVER, COMMENCED OR COMPLETED. HOWEVER, A DESIGN

PROFESSIONAL SHALL NOT FILE A NOTICE LATER THAN 90 DAYS AFTER THE

DESIGN PROFESSIONAL, OR ANOTHER PERSON ACTING BY, THROUGH, OR UNDER

THE DESIGN PROFESSIONAL, LAST PERFORMED PROFESSIONAL SERVICES.

While not meaning to “stiff* design professionals, some real estate investors will perform some design due diligence on potential
acquisitions for real estate that is not yet owned, but may be under contract. This provision would allow the design professional to
record a "Notice of Design Contract” against property not yet owned by the other party to the design contract. This could create an
untenable cloud on the title outside of the control of the true owner.

Designers are already protected by the Construction Lien Act, but their lien does not attach until after the first Actual Physical
Improvement, which is consistent with the intent and purpose of the Construction Lien Act to protect the owner from paying twice
and to protect the contractors/designers from not getting paid for the labor and materials creating an improvement to real
property. If the project never occurs, there is no improvement to real property, thus there can be no lien rights. Allowing lien rights
in the absence of an improvement is a substantial expansion of lien rights in favor of one party.

SB465 does not provide any benefit to the economy, will not generate any jobs, and will increase cost to private and public building
owners. Additional burdens will hinder a competitive market that encourages development and investment. We urge you to
consider the impact this bill will have on private and public entities and deny its passage.

Again, thank you for this opportunity and we look forward to answering any questions you may have.

For more information on BOMA, its members or issue positions please contact:

John Sier, Government Affairs Committee, Co-Chair john.sier@kitch.com
William Gilbert, Government Affairs Committee, Co-Chair bgilbert@redico.com
Janet Langlois, BOMA Metropolitan Detroit, Executive Director jlanglois@bomadet.org

Rudy Hobbs, Michigan Legisiative Consultants rudy@mlcmi.com
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